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ABSTRACT 
This study objective of the research was to analyse the influence of quality of human 
resources, the implementation of regional financial information systems, internal control 
system and the implementation of government accounting standards on the quality of 
financial statements in the Binjai City Government with work motivation as a moderating 
variable. The research used comparative causal method. The population and sample in this 
research are Head of Unit work of Local Government (SKPD), Finance Administration 
Official of SKPD and SKPD Expenditure Treasurer amounting to 99 (ninety nine) persons in 
33 (thirty three) SKPD as Binjai City. The data were processed by using Smart Partial Least 
Square (PLS) program. The results of this study indicate that the quality of human resources, 
the implementation of regional financial information systems, internal control system, the 
implementation of government accounting standards and work motivation significantly 
influence the quality of financial statements, while the implementation of government 
accounting standards have no significant effect on the quality of financial statements. 
Keywords :Quality of financial report, quality of human resources, application of regional 
financial information system, internal control system, implementation of 
government accounting standard, work motivation 
1. Introduction 
A quality financial report shows that the regional head is responsible according to the 
authority delegated to him in carrying out the responsibilities of managing the organization. 
Government Accounting Standards (SAP) govern the accounting principles that must be 
applied in preparing and presenting the financial statements of the central and regional 
governments. Therefore, SAP is a requirement as well as a guideline that has legal power in 
an effort to improve the quality of government financial reports in Indonesia. Quality of the 
Financial Report fulfills four qualitative characteristics. Local Government Financial 
Statements (LKPD) are the last phase of the local government accounting process. Silviana 
(2013) explains that government financial statements are essentially a form of government 
accountability to the people for the management of public funds from taxes, levies, or other 
transactions. There are four qualitative characteristics of financial statements that are needed 
so that government financial reports can meet the desired quality that is reliable, relevant, 
understandable and comparable. Financial reports are also the basis for decision making and 
to show the accountability of the entity reporting on the resources entrusted to it. 
If the information contained in the regional government financial statements meets the 
criteria for qualitative characteristics of government financial statements as required by 
Government Regulation No. 71 of 2010, it means that the regional government must maintain 
the quality of the financial statements of the regional government. 
Audit report opinion  of Binjai City Government in 2014 and 2016 obtained WTP 
opinions, while in 2011, 2012, 2013 and 2015 obtained WDP opinions. When viewed from 
the resume of the examination results on compliance with laws and regulations issued by the 
BPK, then at least there are several things that cause this, namely: 
1) Management of grant and social assistance expenditure has not been orderly and cannot 
yet be accounted for; 
2) Fixed assets of the Binjai City Government experience deletion that is not in accordance 
with the provisions; 
3) Management of cash and other cash in the SKPD Spending Treasurer not in accordance 
with the applicable provisions; 
4) Inadequate Administration and recording of fixed asset balances in the Binjai City 
Government; 
5) Preparation of the Binjai City Government towards the implementation of accrual-based 
financial statements is not sufficient. 
Phenomenon that occurs in the preparation and presentation of the financial 
statements of the Regional Work Unit, namely the preparation and presentation of financial 
statements prepared by the Financial Reporting Team in the Financial Administration of the 
Regional Work Unit has not fully understood and understood the financial statements. This is 
because in general the team does not have accounting disciplines and does not come from 
accounting education, so it will be difficult to compile financial statements in accordance 
with regional financial management guidelines and Government Accounting Standards 
(SAP). 
The results of a review of the Binjai City Government's financial report also shows 
that there are still Regional Work Units (SKPD) in the Binjai City Government that have not 
been able to fully complete the preparation of financial statements in accordance with a 
predetermined schedule that is no later than 2 (two) months after the fiscal year ends , that is, 
in February at the beginning of each year. Timeliness in the delivery of work unit financial 
statements is influenced by several factors, both in the formulation process to deliver such as 
human resources, supporting facilities, team organizations, legal rules including the 
imposition of sanctions for delays. 
2. Literature Review 
The ongoing reforms have given color and influence to the public administration, 
namely to re-position the functions of the government apparatus as a public service. Regional 
government apparatus as mandated by Law Number 5 of 2014 concerning State Civil 
Apparatus (ASN) determined that as a profession based on principles: basic values, code of 
ethics and behavior, commitment, moral integrity and responsibility for public services , the 
competencies needed are in accordance with the field of duties, academic qualifications, legal 
protection guarantees in carrying out the duties and professionalism of the position. 
In good regional financial management, the Regional Work Unit (SKPD) must have 
competent human resources in order to be able to understand accounting logic properly. 
Warisno (2008) also explained the failure of the Regional Government's human resources in 
understanding and applying the accounting logic will have an impact on the financial 
statements made and the non-conformity of the report with the standards set by the 
government. 
The Internal Control System (SPI) and Government Accounting Standards (SAP) are 
also very influential on the quality of financial reports. Through the research of Indriasari 
(2008) and Hamdani (2011), also obtained the results of internal control systems have a 
significant effect on the quality of financial statements. 
Government Accounting Standards (SAP) requires each reporting entity including the 
local government to report on the efforts that have been made and the results achieved in the 
implementation of activities systematically and structured during a reporting period for the 
sake of accountability, management, transparency, balance between generation and 
performance evaluation . Zeyn (2011) states that the application of SAP by local governments 
will produce quality financial reports and contain useful information. Besides that Ayu 
(2011) also explained that at this time the government was gradually improving its 
accounting system. Furthermore, it was revealed that the accounting basis used had also 
undergone a change starting from cash-based accounting (cash basis) to accrual-based 
accounting (acrual basis). With the change in the accounting system, it is expected that the 
regional financial information system can be further enhanced by the level of accuracy and 
transparency. 
According Jogiyanto (2005) that timely information is the information that comes to 
the recipient may not be late. If the information is late in its delivery, it will have a fatal 
impact on decision making for the organization which results in poor quality financial reports 
because one of the qualitative characteristics of the financial statements is timeliness. 
Nowadays, the high value of information is due to the speed at which information can 
be obtained, so that the latest technology is needed to get, process and send it. Submission of 
financial statements can be timely and reliable if human resources can utilize information 
technology effectively, optimally and optimally. The use of information systems in 
government agencies in particular also has an important role to be able to produce quality 
financial reports in order to create accountability. Qualitative characteristics of government 
financial statements which are normative prerequisites are needed so that government 
financial statements can meet the desired quality, for that we need a system that can provide 
convenience, not only in compiling reports in a computerized manner, but also in the 
administration there must be a relevant system that can consolidate between accounting entity 
(SKPD) and reporting entity (Regional General Treasurer (BUD) / SKPKD). With this 
system, it is expected that the financial statements can be presented on time because the 
complexity of the account code and the various types of reports that must be completed for 
administration and reporting are not possible manually. 
Herawati's (2014) study of the government's internal control system (SPIP) is also a 
factor that influences the quality of financial statements. Internal control of the central 
government and regional governments is designed based on Government Regulation number 
60 of 2008 concerning SPIP. The internal control system (SPI) has a function to provide 
adequate confidence for the achievement of effectiveness and efficiency in the accounting 
process, especially in creating the reliability of financial statements. So that the application of 
internal control systems can improve reliability, objectivity of information and prevent 
inconsistencies and facilitate the audit process of financial statements. 
Understanding in the accounting process better and to carry out activities regarding 
the use of information technology systems, the government's internal control system and the 
implementation of government accounting standards, competent and qualified human 
resources are needed because human resources are the main factors affecting the quality of 
financial reports. With the possession of quality human resources, it is certainly able to 
improve the quality of information on financial reporting. Mardiasmo (2002) states that 
"quality human resources can also save time in preparing financial statements, because 
human resources know and understand what will be done well so that the presentation of 
financial statements can be timely." 
Research on the quality of financial reports is still interesting to research, many 
researchers are conducting research on the quality of financial reports such as Suwanda 
(2015) and Basukianto (2015) by using internal control system variables. The results of his 
research explain that there is an influence of the internal control system on the quality of 
financial statements, but research conducted by Nuryanto (2013) shows that the internal 
control system does not affect the quality of financial statements. 
Research conducted by Arfianti (2011) and Diani (2014) who use information 
technology utilization variables explains that the variable utilization of information 
technology does not have an influence on the quality of financial reports, it is contrary to the 
results of research conducted by Mahaputra (2014) which shows that utilization of 
information technology affects the quality of financial statements. 
Effective employee development cannot be separated from employee motivation. 
Motivation is defined as the power of psychology that determines the direction of the level of 
effort of the employee, and the level of someone who is vulnerable to obstruction (Kanfer, 
1990). The easy motivation is why employees do something that is currently being done. 
Motivation encourages employees to do something by providing incentives. In this study 
work motivation to be a moderating variable whether the quality of human resources, 
regional financial information systems, internal control systems and the implementation of 
government accounting standards affect the quality of the financial statements of the Binjai 
City Government. 
3. RESEARCH METHODS 
The location of this research was carried out in Binjai City which amounted to 33 
(thirty three) SKPD, while the time of this research was carried out in 2017. This type of 
research is causality research, which is research that aims to determine the effect of 
independent variables on the dependent variable. The total population in this study was 99 
(ninety nine) respondents. The method used is a census, where the entire population is 
sampled. The type of data used is primary data in the form of a questionnaire / list of 
questions that will be given to respondents. Data collection techniques in this study were by 
distributing questionnaires directly by researchers to respondents. Testing the hypothesis 
formulated in this study uses the help of Partial Least Squares (PLS) which is a multivariate 
statistic that compares between multiple dependent constructs and multiple dependent 
constructs. 
 
 
4.  RESULTS AND DISCUSSION 
Test Results of Measurement Model (Outer Model) 
The outer model test starts with estimating or estimating parameters by calculating PLS 
algorithm with the following results. 
 
 
Figure 1. Display Output Calculation of PLS Algorithm after Reduction 
 
Based on these outputs, it can be seen the value of the loading factor for each 
indicator after the reduction as in the following table. 
Discriminant Validity Test Results 
Discriminant validity testing is conducted to prove whether the indicator in a 
construct will have the largest loading factor in the construct that is formed from the loading 
factor with another construct. Discriminant validity of reflexive indicators can be seen in the 
value of cross loadings between indicators and their constructs. The correlation of each 
indicator with its construct is higher than other constructs and each construct has a cross 
loading value> 0.7 as a requirement for fulfilling discriminant validity. This shows that the 
latent construct can predict indicators on the block itself to be better than indicators in other 
blocks and based on discriminant validity all indicators are valid. 
Reliability Test Results 
In addition to construct validity testing, construct construct reliability testing is also 
measured by a composite reliability of the indicator block that measures the construct. 
Reliability tests are needed to prove the accuracy, consistency and accuracy of instruments in 
measuring constructs. Composite reliability measures the true value of the reliability of a 
construct. A construct is said to be reliable if the composite value of reliability is greater than 
0.7 (Hartono and Abdillah, 2015). The indicators used in this study have fulfilled good 
reliability (reliable). 
R-Square calculation without moderation effect is used to determine the effect size 
value in the next discussion.The table above shows that the cronbach's Alpha value for each 
variable is above the threshold of 0.700 so that it can be said that all the instruments of each 
variable are reliable, which means they are consistent if used by other researchers. 
Structural Model Testing Results (Inner Model) 
After the estimated model meets the convergent validity criteria, discriminant validity 
and reliability, and the ideal model has been obtained in accordance with the conceptual 
framework of the research, then the structural model (inner model) is tested. Assessing the 
inner model is looking at the relationship between latent constructs, by looking at the 
estimation of path parameter coefficients and their level of significance (Ghozali, 2008). The 
structural model in the PLS was evaluated by using the R-square for the dependent variable 
and the path coefficient value for the independent variable which was then assessed for 
significance based on the statistical T value of each path. The results of the SmartPLS 
program PLS Algorithm in assessing the path coefficient and R-square values with the work 
motivation variable (Z) as the moderating variable can be seen in Figure 5.3 below. 
 
Figure 2 Path Coefficient and R-square values with Moderation Effect 
 
Path Analysis Results 
Based on the path diagram above it can be seen that the most dominant factor in 
influencing the Quality of Financial Statements (Y) is Work Motivation (Z) with the highest 
path coefficient of 0.357. Based on Figure 2, structural equations can be formed as follows: 
Quality of Financial Report = 0.191 Quality of HR + 0.305 Application of Regional Financial 
Information System + 0.176 Internal Control System + 0.085 
Implementation of SAP + 0.357 Work Motivation + 0.303 
Work Motivation * Quality HR + 0.061 Work Motivation * 
Application of Regional Financial Information System + 0.045 
Work Motivation * Control System Intern + 0.066 Work 
Motivation * SAP implementation 
 
The value of R-Square on the model is 0.825, meaning that the variation in the 
Quality of Financial Statements can be explained by construct variables (Quality of Human 
Resources, Application of Regional Financial Information Systems, Internal Control Systems, 
Work Motivation, moderation effects 1 (Work Motivation * Quality of HR ), moderation 
effect 2 (Work Motivation * Information Technology Utilization), moderation effect 3 (Work 
Motivation * Accounting Internal Control) and moderation effect 4 (Work Motivation * 
Implementation of Government Accounting Standards) of 82.5% while the remaining 17.5% 
influenced by other variables not included in the research model, R² values of 0.67, 0.33 and 
0.19 indicate that the model is "good", "moderate" and "weak" (Ghozali, 2008). Because the 
value of R² is greater than 0.67, it can be concluded that the model used in this study is good. 
Hypothesis Test Results 
Hypothesis testing is done by looking at the T statistics value generated from the 
bootstrapping process. The hypothesis is accepted (supported) if the T statistics value is 
greater than 1.96 with a significance level of 5% (two tailed) (Abdillah and Jogiyanto, 2015). 
The influence of each variable is described as follows: 
1. Variable Quality of HR (X1) has an influence on the Quality of Financial Statements (Y) 
of 0.191 with a statistical t value of 2.580 and a p-value of 0.010. Because the value of t 
statistics is more than 1.96 and the p-value is <0.05, the statistical hypothesis states that 
Ho is rejected, meaning that the Quality of HR (X1) has a significant positive effect on 
the Quality of Financial Statements (Y). 
2. Variable Implementation of Financial Information Systems (X2) has an influence on the 
Quality of Financial Statements (Y) of 0.305 with a statistic value of 3.527 and a p-value 
of 0.000. Because the value of t statistics is more than 1.96 and the p-value is <0.05, the 
statistical hypothesis states that Ho is rejected, meaning that the application of financial 
information systems (X2) has a significant positive effect on the quality of financial 
statements (Y) 
3. Internal Control System variables (X3) have an influence on the Quality of Financial 
Statements (Y) of 0.176 with a statistical t value of 2.899 and a p-value of 0.004. Because 
the statistical t value is more than 1.96 and the p-value is <0.05, the statistical hypothesis 
states that Ho is rejected, meaning that the Internal Control System (X3) has a significant 
positive effect on the Quality of Financial Statements (Y). 
4. The variable implementation of government accounting standards (X4) has an influence 
on the Quality of Financial Statements (Y) of 0.065 with a statistical t value of 1.119 and 
a p-value of 0.264. Because the t-value of statistics is less than 1.96 and the p-value is 
<0.05, the statistical hypothesis states that Ho is accepted, meaning that the 
Implementation of Government Accounting Standards (X4) has no significant effect on 
the Quality of Financial Statements (Y). 
5. Work Motivation Variable (Z), if acting as an independent variable has an influence on 
the Quality of Financial Statements (Y) of 0.357 with a statistical t value of 4.056 and a 
p-value of 0.000. Because the t-value of statistics is more than 1.96 and the p-value is 
<0.05, the Work Motivation (Z) has a significant positive effect on the Quality of 
Financial Statements (Y) 
6. Interaction variables Work Motivation with HR Quality (X1) has an influence on the 
Quality of Financial Statements (Y) of 0.303 with a statistical t value of 3.490 and a p-
value of 0.001. Because the t-statistic value is more than 1.96 and the p-value is <0.05, 
the statistical hypothesis states that Ho is rejected, meaning that Work Motivation can 
strengthen / moderate the influence of Quality of Human Resources on the Quality of 
Financial Statements (Y) 
7. Interaction variables Work Motivation with the Regional Financial Information System 
(X2) has an influence on the Quality of Financial Statements (Y) of 0.061 with a 
statistical t value of 1.583 and a p-value of 0.114. Because the t-value of statistics is less 
than 1.96 and the p-value is <0.05, the statistical hypothesis states that Ho is accepted, 
meaning that Work Motivation cannot strengthen / moderate the influence of the regional 
financial information system on the Quality of Financial Statements (Y) 
8.  Interaction variables of work motivation with the Internal Control System (X3) have an 
influence on the Quality of Financial Statements (Y) of 0.045 with a statistical t value of 
2.146 and a p-value of 0.032. Because the t-value of statistics is less than 1.96 and the p-
value> 0.05, the statistical hypothesis states that Ho is rejected, meaning that work 
motivation can moderate the influence of the Internal Control System (X3) on the Quality 
of Financial Statements (Y). 
9. Interaction variables of work motivation with the implementation of government 
accounting standards (X4) have an influence on the Quality of Financial Statements (Y) 
of 0.066 with a statistical t value of 0.487 and a p-value of 0.626. Because the t-value of 
statistics is less than 1.96 and the p-value> 0.05, the statistical hypothesis states that Ho is 
accepted, meaning that work motivation cannot moderate the Implementation of 
Government Accounting Standards on the Quality of Financial Statements (Y). 
5. CONCLUSIONS AND RECOMMENDATIONS 
The quality of human resources, The application of the regional financial information 
system, The internal control system have a significant positive effect on the quality of the 
financial statements of the Binjai City Government. Work motivation can moderate the 
relationship between the quality of human resources and the quality of financial reports in the 
Binjai City Government. Work motivation can moderate the relationship between the 
application of regional financial information systems and the quality of financial reports in 
the Binjai City Government. Work motivation can moderate the relationship between the 
implementation of government accounting standards and the quality of financial reports in the 
Binjai City Government 
Suggestion 
Based on the limitations of the research presented, the researcher hopes that this research can 
be useful as input material. Some suggestions from researchers are as follows: 
1. The next researcher is expected to be able to increase the number of free variables which 
are becoming phenomena that can influence the quality of the financial statements of the 
Binjai City Government and increase the number of research respondents. 
2. For the Binjai City Government to pay attention to several things including the quality of 
human resources, the application of regional financial information systems, internal 
control systems and the implementation of government accounting standards. In addition, 
the government's performance is expected to be able to provide optimal benefits to the 
public through programs and activities that are truly in line with public needs. 
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